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Rand study in New Mexico 
finds peer review can have 
dramatic effect on treatment 
WASHINGTON, D.C.—Peer review can have 
a dramatic e f f e c t on the treatment t h a t 
physicians prescribe f o r t h e i r p a t i e n t s , 
says a Rand Corporation study done i n part 
f o r the Planning and Evaluation Section of 
DREW. 
60 P.O. CUT IN INJECTIONS 
Medicaid doctors i n New Mexico reduced 
the number of i n j e c t i o n s they gave t h e i r 
p a t i e n t s by 60 percent over a two-year 
period as a r e s u l t of peer review, accord-
ing t o the f i r s t r e s u l t s from the r e c e n t l y 
published study. 
"Evaluation o f peer-review a c t i v i t i e s 
i n the New Mexico Medicaid program (19T1-
1973) demonstrated t h a t i t can a f f e c t 
aspects of q u a l i t y , i . e . , the appropriate-
ness of the use of i n j e c t i o n s as judged by 
medical c r i t e r i a , " says the abstract of a 
p o r t i o n of the study published i n the 
October issue o f Annals o f I n t e r n a l Medi-
cine. A f u l l e r r e p o r t o f the study i s t o 
be published as a 100-page supplement i n 
the December issue of Medical Care, a 
j o u r n a l of the American Public Health 
Association. 
"Use o f i n j e c t i o n s , nearly 50 percent 
of which were a n t i b i o t i c s , declined by over 
60 percent, from k l to 16 per 100 ambula-
t o r y v i s i t s , " the abstract says. " S t i l l , 
(Continued on pg. 2 ) 
INSIDE STORIES 
—HSA-PSRO cooperation encouraged 
—BQA p u l l s back on c o n f i d e n t i a l i t y 
— A l t e r n a t i v e PSROs are planned f o r 
—PSROs knocked f o r r a t i o n i n g care Page 8 
Page k 
Page 7 
State Health Dept. and PSRO 
in N.Y. to conduct pilot project 
for coordinated review system 
NEW YORK, N.Y.—The New York State 
Health Department has worked out a p i l o t 
p r o j e c t w i t h one of the state's l a r g e s t 
PSROs i n hopes o f developing an equitable 
arrangement under which both PSRO and the 
st a t e can cooperate i n c a r r y i n g out h o s p i t a l -
review f u n c t i o n s . P a r t i c i p a n t s hope the 
p r o j e c t can serve as a model f o r the st a t e 
i n PSRO-State Health Department r e l a t i o n -
ships . 
STARTS AT 3 HOSPITALS 
The agreement, made i n the form of a 
l e t t e r of conditions signed by both p a r t i e s , 
i s t e n t a t i v e l y scheduled t o go i n t o e f f e c t 
about Nov. 7 at thre e l a r g e New York C i t y 
h o s p i t a l s — M t . S i n a i , Beth I s r a e l and Metro-
p o l i t a n . Mt. Sin a i and Beth I s r a e l are v o l -
untary h o s p i t a l s , w h i l e M e t r o p o l i t a n i s a 
municipal h o s p i t a l . 
While the agreement, i n a sense, consti-
t u t e s a breakthrough i n the o f t e n rancorous 
(Continued on pg. 3) 
Arizona physicians agree 
with those in four other states, 
vote for multiple-PSRO plan 
Arizona f o l l o w e d f o u r other states i n 
a vote by i t s physicians t o r e t a i n the 
m u l t i p l e PSRO areas instead o f t u r n i n g t o 
a s i n g l e statewide PSRO. The outcome was 
l66k t o 339 i n favor o f the current arrange-
ment; votes were counted Oct. 8. 
(Results o f the e l e c t i o n s i n V i r g i n i a , 
North Carolina, Louisiana and Indiana were 
reported i n PSRO Update, October, 1976.) 
A chart on page 3 of t h i s issue 
summarizes the votes i n a l l f i v e s t a t e s . • 
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Rand study in New Mexico 
finds peer review can have 
dramatic effect on treatment 
(Continued from pg. 1) 
at the end of the study, kO percent o f the 
i n j e c t i o n s given were considered medically 
unnecessary." 
STUDY'S CONCLUSIONS 
The study draws several conclusions 
about the e f f e c t s o f the peer-review sys-
tem: 
— t h a t groups of physicians used i n j e c -
t i o n s more a p p r o p r i a t e l y than d i d solo 
p r a c t i t i o n e r s ; 
— t h a t f o r a solo p h y s i c i a n , "being board 
c e r t i f i e d , being a doctor of medicine, 
and/or being a p e d i a t r i c i a n were a l l as-
sociated w i t h more proper use o f i n j e c -
t i o n s " than were other types o f p r a c t i c e , 
other degrees, and other s p e c i a l t i e s ; and 
— t h a t " s i x percent o f the physicians 
gave kO percent of the medically unneces-
sary i n j e c t i o n s , but [ t h a t ] even t h e i r 
behavior changed d r a m a t i c a l l y f o r the b e t t e r 
as a r e s u l t o f the peer-review system." 
FOUR-YEAR EVALUATION 
The study, conducted by Robert H. 
Brook, M.D., Sc.D., o f the Rand Corporation, 
and Kathleen N. Wil l i a m s , M.A., was a f o u r -
year evaluation o f the impact o f the New 
Mexico Experimental Medical Care Review 
Organization on cost and q u a l i t y . The New 
Mexico EMCRO was a PSRO prototype. 
The f i r s t p a r t o f the study, reported 
i n the Annals, describes the "impact of 
the EMCRO on the q u a l i t y o f the use o f 
i n j e c t i o n s " i n p r o v i d i n g ambulatory care. 
A background paper prepared by the 
authors f o r DREW says t h a t , except f o r i n -
j e c t i o n s , the EMCRO had no e f f e c t on medical 
care i n general i n New Mexico. This paper 
c i t e d an annual 12.6 percent increase i n 
h o s p i t a l use and a 3^.1 percent boost i n 
h o s p i t a l costs during the review p e r i o d , 
"despite a p r e c e r t i f i c a t i o n and r e c e r t i f i -
c a t i o n program t h a t appeared not t o be very 
e f f e c t i v e . " 
EDUCATION'S KEY ROLE 
The program's major impact was on i n -
j e c t i o n s , e s p e c i a l l y a n t i b i o t i c s , but also 
t r a n q u i l i z e r s , hormones, n a r c o t i c s , v i t a -
mins and other shots, the study says. "Use 
of i n j e c t i o n s decreased by 60 percent over 
the two-year p e r i o d because o f the peer 
review system," i t concluded. "The i m p l i c i t 
e f f e c t s of the peer review a c t i v i t i e s , es-
p e c i a l l y educational e f f o r t s , prevented 
J+1,350 i n a p p r o p r i a t e i n j e c t i o n s by the end 
of the study." Of these, 22,000 inappro-
p r i a t e a n t i b i o t i c shots were prevented, a 
" c l i n i c a l l y s i g n i f i c a n t " demonstration o f 
the impact o f a peer-review o r g a n i z a t i o n on 
q u a l i t y o f care, the study said. 
EMCRO s t a f f members began educational 
a c t i v i t i e s i n January, 1972, through d i s -
cussions " w i t h small groups of physicians 
who were using i n j e c t i o n s i n a p p r o p r i a t e l y , " 
the study said. I n May, 1972, formal 
guidelines were published concerning the 
proper use o f i n j e c t a b l e s . Each o f these 
actions produced a change i n physician 
behavior, the authors said. 
The proper use o f i n j e c t i o n s was e v a l -
uated by New Mexico EMCRO physicians against 
medical g u i d e l i n e s developed by them. 
One DREW source close t o the study said 
one of i t s l i m i t a t i o n s was the focus on i n -
j e c t i o n s i n a peer-review prototype t h a t 
was committed t o reducing i n a p p r o p r i a t e i n -
j e c t i o n s , suggesting t h a t commitments t o 
other q u a l i t y - o f - c a r e aspects might w e l l 
have produced s i m i l a r r e s T i l t s . 
'RARE COOPERATION' 
The authors themselves concede c e r t a i n 
l i m i t a t i o n s , e.g., t h a t the study r e l a t e s 
only t o a few hundred physicians d e l i v e r i n g 
care t o the Medicaid population o f one r u r a l 
western s t a t e . Nevertheless, they conclude 
t h e i r r e p o r t by no t i n g t h a t the 60 percent 
reduction i n i n j e c t i o n s prevented many 
ia t r o g e n i c complications. "Moreover, v i r -
t u a l l y a l l physicians responded t o t h i s 
peer-review system," they w r i t e . "Most 
impressive were the dramatic changes i n the 
behavior of the s i x percent of physicians 
who were responsible f o r kO percent of the 
inapp r o p r i a t e i n j e c t i o n s . No complex 
s t a t i s t i c a l a nalysis i s needed t o confirm 
the p o s i t i v e , c l i n i c a l l y r e l e v a n t e f f e c t 
t h a t the EMCRO had on t h i s component of the 
q u a l i t y of care given t o Medicaid p a t i e n t s . " 
Also important, and somewhat unusual, 
they s a i d , was the f a c t t h a t such an evalu-
a t i o n occurred at a l l , given the "host o f 
fe a r s " t h a t accompanies q u a l i t y - o f - c a r e 
evaluations, and the rare cooperation of a 
medical-care foundation, a f i s c a l i n t e r m e d i -
ary, a st a t e h e a l t h department, various 
other government agencies and a research 
o r g a n i z a t i o n . • 
BQA transmittal describes 
phased switch to 'decentralization' 
Over the next year, the Bureau of 
Qu a l i t y Assurance w i l l t r a n s f e r most pro-
gram operations t o r e g i o n a l o f f i c e s i n a 
move the BQA describes as d e c e n t r a l i z a t i o n . 
An o u t l i n e o f the plan i s contained i n 
Tra n s m i t t a l ffkO, dated Oct. 6, 1976, and 
sent t o PSROs desc r i b i n g the phased switch 
t o the regions. 
"For the present," the t r a n s m i t t a l 
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RESULTS OF VOTING ON SINGLE-STATE PSRO AREAS 
state 
T o t a l MDs & DOS 
e l i g i b l e to vote 
T o t a l 
v a l i d 
b a l l o t s 
Favored 
s i n g l e 
a r e a 
Favored 
m u l t i p l e 
a r e a s 
Niimber of 
a r e a s i n 
s t a t e 
Areas t h a t voted to 
keep the m u l t i p l e 
a r e a s 
A r i z o n a 3573 2003 339 
11% 
I66U 
83^ 
2 I , I I 
I n d i a n a 6lt9 2875 1129 
39^ 
like 
61% 
7 I , I I I , IV, V, VI I 
L o u i s i a n a U880 1967 1090 
55^ 
877 
k9% 
k I 
N. C a r o l i n a 65U7 3719 81U 
22^ 
2905 
78^ 
8 A l l e i g h t a r e a s 
V i r g i n i a 6722 3918 lh99 
38% 
2U19 
62^ 
5 I , I I , V 
says, " r e s p o n s i b i l i t y f o r contract negotia-
t i o n , award and a d m i n i s t r a t i o n , as w e l l as 
approval of d i r e c t cost budgets, w i l l 
remain i n the c e n t r a l o f f i c e . " 
Not everyone sees t h i s move as decen-
t r a l i z a t i o n . " I t ' s r e g i o n a l i z a t i o n , " said 
M e r l i n K. DuVal, M.D., chairman o f the 
National PSR Council at i t s September 
meeting. " D e c e n t r a l i z a t i o n i s not the moving 
of p r o j e c t o f f i c e r s i n t o the regions; as f a r 
as I'm concerned, i t ' s j u s t a d i f f e r e n t 
address." • 
State Health Dept. and PSRO 
in N.Y. to conduct pilot project 
for coordinated review system 
(Continued from pg. l ) 
r e l a t i o n s h i p between the department and the 
PSROs, the basic c o n f l i c t has not been solved, 
and those close t o the s i t u a t i o n f e e l t h a t 
a f e d e r a l - s t a t e c o n f r o n t a t i o n i s s t i l l almost 
a c e r t a i n t y . 
Other PSROs i n the s t a t e f e e l t h a t the 
st a t e i s i n t r u d i n g on PSRO t e r r a i n , w h i l e 
the s t a t e o f f i c i a l s contend t h a t the r e c e n t l y 
passed s t a t e Medicaid law, Chapter 76, man-
dates t h a t the s t a t e carry out review func-
t i o n s a f f e c t i n g Medicaid p a t i e n t s . 
Chief n e g o t i a t o r s f o r the new agreement 
were Eleanore Rothenberg, executive d i r e c t o r 
of the New York Health Services Review Organ-
i z a t i o n , Manhattan, and Roger Herdman, M.D., 
deputy commissioner i n the h e a l t h department. 
TO RUN 60 DAYS 
The p i l o t p r o j e c t i s scheduled t o run 
5o days, according t o Rothenberg, and was 
designed t o create "a nonduplicative and 
c o s t - e f f e c t i v e review system t o s i m p l i f y and 
coordinate the h o s p i t a l - r e v i e w process." 
She and Herdman t o l d PSRO Update, i n 
separate i n t e r v i e w s , t h a t a l l review proces-
ses t h a t are r e q u i r e d by Chapter 76 t o be 
performed p r i o r t o admission w i l l be done by 
the h e a l t h department. 
A l l review procedures r e q u i r e d t o be 
done a f t e r admission w i l l be the r e s p o n s i b i l -
i t y o f the PSRO, according t o PSRO's mandate 
imder f e d e r a l law. "We w i l l use our c r i t e r i a 
f o r admission and continued-stay review," 
Rothenberg s a i d . 
Meanwhile, the h e a l t h department w i l l 
begin the phase-in o f o n - s i t e h e a l t h depart-
ment personnel i n h o s p i t a l s t h a t have no 
memorandum of understanding w i t h the PSRO. 
Hospitals doing PSRO review w i l l be phased 
i n l a s t by the h e a l t h department. 
I n connection w i t h such monitoring by 
the h e a l t h department people, the on - s i t e 
personnel w i l l examine data compiled by 
PSRO, subject t o c o n f i d e n t i a l i t y g u i d e l i n e s . 
They w i l l d u p l i c a t e reviews by sampling on l y , 
and w i l l "perform o n - s i t e observation o f 
PSRO personnel." 
TO SPELL OUT PROCESS 
Before beginning the p r o j e c t , the h e a l t h 
department w i l l give the PSRO a w r i t t e n 
d e s c r i p t i o n o f the monitoring process and 
c r i t e r i a t o be used t o evaluate the p e r f o r -
mance of the PSRO. 
" I n the event t h a t the PSRO determines 
there i s a necessity f o r a preoperative 
l e n g t h of stay i n excess of one day, the 
h e a l t h department w i l l defer t o such a 
determination," Rothenberg pointed out. " I n 
the event t h a t the PSRO determines t h a t i t 
i s necessary f o r a length of stay beyond 20 
days, the department w i l l defer t o such a 
determination as long as the necessity f o r 
such a continued stay was c e r t i f i e d by the 
PSRO between the l 6 t h and 19th days of stay." 
Rothenberg also noted t h a t the agreement 
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provides t h a t "under no circumstances w i l l 
t h e re he r e t r o a c t i v e d e n i a l o f claims "by the 
h e a l t h department." 
Herdman generally s p e l l e d out the same 
d e t a i l s . "We would do whatever p a r t of the 
Medicaid program under Chapter T6 the PSRO 
di d not f e e l i t would do," he t o l d PSRO 
Update. 
TO ACCEPT ALL DECISIONS 
"We would also s t i p u l a t e t h a t during 
t h a t time p e r i o d , we would accept without 
question a l l p o s i t i v e and negative decision's 
of the PSRO and would n o t — e i t h e r at t h a t 
time or subsequently—make any de n i a l s , or 
question any care t h a t was PSRO-approved," 
he said. 
At the end of the p i l o t p r o j e c t p e r i o d , 
"we would decide whether we were happy w i t h 
i t — w h e t h e r the PSRO l i k e d the approach, and 
whether we would make the PSRO the h e a l t h 
commissioner's designee." 
Herdman said he had had no discussions 
w i t h other PSROs i n terms o f a p i l o t p r o j e c t . 
"We only informed some of the other PSROs 
i n an in f o r m a l manner t h a t we were doing 
t h i s , " he said. "To be p e r f e c t l y candid, we 
di d i t w i t h New York County because [ t h e ] 
New York county PSRO approached us. We 
thought i t would be a valuable experience 
both f o r us and f o r PSROs i n general." 
THE CONFLICT QUESTION 
Discussing c o n f l i c t w i t h PSROs, Herd-
man s a i d t h a t the PSROs are " r e l u c t a n t t o 
f u l l y implement Chapter 76, which leaves us 
i n a tough spot, since we're not at l i b e r t y 
not t o implement t h a t law—we r e a l l y have 
l i t t l e choice," 
He declared t h a t the s t a t e , as a general 
p o l i c y , "has been r e l u c t a n t t o cede t o the 
PSRO and the f e d e r a l government the u l t i m a t e 
a u t h o r i t y f o r the expenditure o f s t a t e 
funds." 
Herd:r.an sa i d t h a t Chapter 76 i s being 
implemented throughout the s t a t e , and t h a t 
out o f 90 h o s p i t a l s concerned (mainly hos-
p i t a l s w i t h 2,000 or more Medicaid-patient 
discharges a n n u a l l y ) , about 25 h o s p i t a l s 
s t i l l remain t o be covered w i t h o n - s i t e 
teams. "We're now i n 30 o f the New York 
C i t y h o s p i t a l s , " he added. 
Feeling on the p a r t o f other PSROs was 
c r i t i c a l o f Herdman and the s t a t e . Eugene 
O'Reilly, executive d i r e c t o r of the Nassau 
Physicians Review Organization i n Nassau 
County, s a i d t h a t the h e a l t h department had 
made no e f f o r t t o coordinate or c l a r i f y i t s 
a c t i v i t i e s w i t h him*. 
O'Reilly pointed out t h a t Nassau was 
the only county i n the s t a t e where every 
h o s p i t a l was delegated, and he complained 
t h a t Herdman had made no e f f o r t t o "come t o 
t h i s county and make some attempt t o resolve 
some of the problems e x i s t i n g between the 
PSRO and the s t a t e . " O'Reilly added, " I f 
he wants t o t r u l y n e g o t i a t e , t h i s county 
would be an obvious s t a r t i n g p o i n t . " 
TO FIGHT DECISION REVERSALS 
John Podesta, executive d i r e c t o r o f 
the Kings County Health Care Review Organiza-
t i o n , t o l d PSRO Update, "We've t o l d h o s p i t a l s 
t h a t where the s t a t e overturns a PSRO d e c i -
s i o n , the h o s p i t a l s should advise us and 
w e ' l l take appropriate steps through the 
f e d e r a l government." 
Meanwhile, a decision on an a p p l i c a t i o n 
f o r a p r e l i m i n a r y i n j u n c t i o n brought by the 
New York State Medical Society t o h a l t 
implementation of the s u r g i c a l aspects i n 
the new s t a t e law s t i l l has not been issued. 
Judge George P r a t t i n f e d e r a l court reserved 
decision months ago, and both sides are 
puzzled by the long delay. • 
UC study of PSRO/HSA 
relationships stakes out areas 
where much can be done 
Taking a broad look at the a c t u a l and 
p o t e n t i a l r e l a t i o n s h i p s between PSROs and 
he a l t h systems agencies, a group of research-
ers has expressed more optimism about coop-
e r a t i o n between the two agencies than i t d i d 
a year ago. 
LESS CAUTIOUS NOW 
"We were cautious about our evaluation 
l a s t year. Now, we're less cautious about 
the r e l a t i o n s h i p between the two, e s p e c i a l l y 
about the p o l i t i c a l considerations," Medi-
ca l P r oject D i r e c t o r Peter P. B u d e t t i , 
M.D., t o l d PSRO Update. He was speaking 
f o r a group at the Health P o l i c y Program 
of the U n i v e r s i t y of C a l i f o r n i a School o f 
Medicine t h a t has been studying the r e l a -
t i o n s h i p s between the two agencies. 
B u d e t t i had o u t l i n e d the conclusions 
of the study t o a panel o f the American 
Public Health Association's annual meeting 
i n Miami Oct. 20. 
Finding evidence o f "great physician 
acceptance f o r PSRO" i n the areas where 
organizations have been formed, together 
w i t h an acceptance of the HSA r o l e , the 
group i s "not so worried about the p o l i t i c a l 
c onsiderations," nor do they see, any 
longer, a t h r e a t t h a t "close l i a i s o n could 
be d e s t r u c t i v e , " B u d e t t i said. 
'THE HEADLINE ISSUE' 
"The c o n f i d e n t i a l i t y o f PSRO data," 
B u d e t t i s a i d , " i s s t i l l considered the 
headline issue by a l l involved. But we 
t h i n k there i s a l o t t h a t the HSA and PSRO 
can do t h a t won't jeopardize data t h a t need 
to be protected by the PSRO." 
The study, done under a contract from 
the Bureau o f Health Planning and Resources 
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Development, has examined the pa r t s of the 
r e l a t i o n s h i p i n order t o separate areas of 
cooperation t h a t ought t o he encouraged 
from areas t h a t ought t o he l e f t t o develop 
n a t u r a l l y . 
Two categories of i n f o r m a t i o n — a g g r a -
gated data, and norms, standards and c r i t e r -
i a — a p p e a r t o have no problems of confiden-
t i a l i t y associated w i t h t h e i r release. "They 
don't i d e n t i f y anyone," B u d e t t i explained. 
A t h i r d category o f data i d e n t i f i e s 
p a t i e n t s , p r a c t i t i o n e r s and i n s t i t u t i o n s , 
and must be looked at separately. Everyone 
agrees t h a t p a t i e n t data have t o be pro-
t e c t e d , and the HSAs don't want them anyway, 
he said. Then, most o f the i n f o r m a t i o n on 
p r a c t i t i o n e r s should be kept c o n f i d e n t i a l 
by the PSRO and not shared w i t h the HSA. 
" I t ' s not the HSA's job t o oversee the 
q u a l i t y of physicians' performance or t o 
see t h a t PSRO i s working. There are several 
other agencies t h a t do t h a t , i n a d d i t i o n t o 
the s t a t e and f e d e r a l councils of PSRO 
i t s e l f , " he said. 
HANDLING INSTITUTIONAL DATA 
Turning t o data on i n d i v i d u a l i n s t i t u -
t i o n s , however, the issue becomes more d i f f i -
c u l t , he i n d i c a t e d . F i r s t , t here are des-
c r i p t i v e data, which deal w i t h such matters 
as l e n g t h of stay or p a t i e n t mix, t h a t 
don't r e f l e c t on q u a l i t y . This, the h e a l t h 
p o l i c y group f e e l s , should be made p u b l i c 
and a v a i l a b l e t o the HSA. Not a l l PSROs 
agree, thus the d i f f i c u l t y . 
Second, i t i s clear t h a t the HSA w i l l 
need i n s t i t u t i o n a l - q u a l i t y data ( i n con-
t r a s t t o p h y s i c i a n - q u a l i t y d a t a ) , he said. 
"For 'appropriateness review', the HSA 
needs t o look at the q u a l i t y o f performance," 
B u d e t t i said. 
B u d e t t i suggested t h a t there are two 
mechanisms f o r the HSA t o get PSRO data. 
Since the HSA already has PSRO norms, stan-
dards and c r i t e r i a , the HSA could ask the 
i n s t i t u t i o n s f o r the q u a l i t y i n f o r m a t i o n i t 
needed; u s u a l l y t h i s would mean a u t h o r i z i n g 
the PSRO t o give i t t o the HSA d i r e c t l y . 
But another way would be f o r the PSRO 
to take an aggressive, a c t i v e r o l e and 
release the hard data i t develops on d e f i -
ciencies where the i n s t i t u t i o n doesn't seem 
to be c o r r e c t i n g the d e f i c i e n c i e s . This 
step, B u d e t t i cautions, probably could not 
be taken f o r some time, since the PSROs are 
s t i l l developing t h e i r methods. 
CHECKING DEFICIENCIES 
Finding and c o r r e c t i n g d e f i c i e n c i e s i s 
a process o f many steps, he acknowledged. 
I t i n v o l v e s , f i r s t , a check t o see i f the 
screens were at f a u l t , then a look at whether 
the standards and c r i t e r i a were appropriate; 
i f d e f i c i e n c i e s are found a f t e r a l l the 
checks, then the PSRO has t o f i g u r e out a 
way t o c o r r e c t them. I f , u l t i m a t e l y , the 
i n s t i t u t i o n i s seen not t o be cooperating i n 
c o r r e c t i n g d e f i c i e n c i e s , then i t i s time t o 
take t h a t data t o the HSA, B u d e t t i i n d i c a t e d . 
"There should be leeway f o r the PSRO t o 
release q u a l i t y i n f o r m a t i o n t h a t i t f e e l s 
i s necessary t o f u r t h e r the q u a l i t y of care," 
B u d e t t i said. 
I n the r e l a t i o n s h i p s between the PSRO 
and the HSA, the exchange of in f o r m a t i o n and 
supply o f a n a l y t i c a l e x p e r t i s e by the PSRO 
are " p o l i t i c a l l y valuable and t e c h n i c a l l y 
f e a s i b l e f o r both sides," B u d e t t i s a i d , "and 
we're s p e l l i n g out j u s t how." 
In a t h i r d area o f the r e l a t i o n s h i p , 
however, the San Francisco group i s more 
cautious: t h a t i s , "the c o l l a b o r a t i o n f o r 
s p e c i f i c s t r a t e g i e s o f reform of the h e a l t h -
care system." "We're not sure i t ' s a good 
idea y e t , so we have o u t l i n e d areas t h a t 
PSRO and HSA should n e g o t i a t e without being 
required t o come up w i t h a s i n g l e answer. 
These are: PSRO impact on u t i l i z a t i o n 
review, what i t means f o r h o s p i t a l s and 
what the HSA can do t o help h o s p i t a l s adjust 
t o lower u t i l i z a t i o n ; HSA standards f o r m i n i -
mum u t i l i z a t i o n ; and the r e l a t i o n s h i p between 
PSRO c r i t e r i a f o r care and HSA p r i o r i t i e s f o r 
innovation i n medical c a r e - d e l i v e r y . " 
WHERE MONEY GOES 
Aside from the use o f data, there i s a 
question o f whether the PSRO or the HSA w i l l 
be applying d e f i n i t i o n s o f q u a l i t y of care. 
B u d e t t i says, " I t i s not much o f a present 
problem," but i n the f u t u r e , the PSRO ex-
perience w i t h medical q u a l i t y may suggest 
t h a t "the PSRO i s i n a b e t t e r p o s i t i o n t o 
say where the money should go i f a t i g h t l i d 
i s put on medical expenditures." The HSA 
would probably f e e l t h a t the PSRO should 
provide t e c h n i c a l assistance but leave the 
decisions about where the money should go t o 
the HSA. 
Proj e c t researchers have c o l l e c t e d i n -
formation from 18 PSROs and l 8 HSAs through 
v i s i t s and w r i t t e n responses. An i n t e r i m 
r e p o r t appeared i n January, 1976, and a 
f i n a l r e p o r t w i l l be completed t h i s month 
and made a v a i l a b l e t o the p u b l i c by the end 
of the year. • 
Compulsory-agreement document 
for HSAs and PSROs to sign 
being weighed in Washington 
PSROs i n the f u t u r e may be compelled by 
the f e d e r a l government t o sign an agreement 
w i t h t h e i r counterpart h e a l t h systems agen-
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cies covering p o i n t s o f cooperation and 
means o f r e s o l v i n g disputes. 
A model document prepared by the O f f i c e 
of Q u a l i t y Standards was discussed by Direc-
t o r W i l l i a m B. Munier, M.D., at a panel o f , 
the American Public Health Association•s 
annual meeting Oct. 20 i n Miami. 
IN PRELIMINARY STAGE 
He stressed, however, t h a t the document 
was p r e l i m i n a r y , and had not been reviewed by 
the d i r e c t o r s of e i t h e r o f the f e d e r a l agen-
cies responsible f o r PSRO and HSA operations. 
A f t e r i t goes through those review channels, 
i t w i l l be issued j o i n t l y , he i n d i c a t e d . 
Munier emphasized t h a t the agreement 
should be a signed document, something 
n e i t h e r the PSRO l e g i s l a t i o n nor r e g u l a t i o n s 
c a l l s f o r . He c i t e d as a u t h o r i t y f o r t h i s 
requirement, the i n t e n t i o n o f Congress, 
expressed i n t h i s reasoning: t h a t since the 
Congress w i l l r e q u i r e the HSA t o sign an 
agreement w i t h the PSRO, t h e r e f o r e , the 
Congress must have intended the PSRO, l i k e -
wise, t o sign the agreement. 
Among the points included i n the model 
agreement are: establishment of a coordina-
t i n g c o u n c i l made up of members of the PSRO 
and the HSA; cooperation between the two 
i n developing the HSA's health-systems plan 
and annual implementation plan; p r o v i s i o n 
f o r the PSRO t o submit a m i n o r i t y r e p o r t t o 
/Y-(?V<^ 1^ 
'Foster here is our man on guidelines and criteria." 
Drawing by Stevenson; © 1976 
The New Yorker Magazine, Inc. 
s t a t e agencies i f an HSA decision i s contrary 
t o the PSRO's recommendation. 
FAMILIARITY HELPS 
I n some areas o f the country, such as 
Flo r i d a ' s Dade and Monroe Counties, the 
process o f reaching accord between the PSRO 
and the HSA has begun w i t h ease and lack of 
rancor because the personnel of the two 
agencies have known and worked w i t h one 
another f o r some time, says Wood McCue, 
executive d i r e c t o r of the HSA o f South 
F l o r i d a , who represented the HSA perspective 
on the panel w i t h Munier. 
But, McCue says, "The cooperation here 
i s n ' t n e c e s s a r i l y the p a t t e r n of the r e s t o f 
the country. I n some places, they're not 
even t a l k i n g . " Apparently, i t was t o groups 
i n those areas t h a t Munier was speaking. 
McCue, f o r h i s p a r t , said he hoped t o 
sign an agreement w i t h the l o c a l PSRO before 
the "feds" mandated a contract t h a t was un-
workable. • 
Section of law protecting 
confidentiality of peer-review 
proceedings upheld in Ky. court 
A Kentucky c i r c u i t court has upheld 
the section o f a s t a t e malpractice law t h a t 
p rotected c o n f i d e n t i a l i t y of peer-review 
proceedings. The f i n d i n g , which has been 
appealed, was made i n a s u i t defended i n 
par t by the Kentucky Peer Review Organiza-
t i o n . (See PSRO Update, Sept., 1976,) 
'NECESSARY PROTECTIONS' 
The o p i n i o n , rendered Sept, 27, s a i d , 
"Peer review performs an important f u n c t i o n 
t h a t would become s t e r i l e were i t s proceed-
ings subjected t o p u b l i c s c r u t i n y . Depriva-
t i o n o f the a b i l i t y t o obtain discovery and 
the p r i v i l e g e o f t e s t i f y i n g are necessary 
p r o t e c t i o n s t o keep peer-review b e n e f i t s 
f l o w i n g . " 
The major p o r t i o n o f the laws u i t c h a l -
lenged the c o n s t i t u t i o n a l i t y o f the state's 
new malpractice law. The law mandated min-
imum insurance coverage f o r physicians and 
h o s p i t a l s , established a p a t i e n t s ' compen-
sa t i o n fund t o pay uncovered claims, and 
provided f o r the payment o f claims from the 
general fimds o f the s t a t e when the p a t i e n t s ' 
compensation fund had i n s u f f i c i e n t funds. 
The court found the law c o n s t i t u t i o n a l 
except f o r the section t h a t mandates the 
pr o f e s s i o n a l l i a b i l i t y insurance and c a l l s 
f o r s t a t e funds t o pay claims t h a t exceed 
what i s a v a i l a b l e i n the p a t i e n t s ' compensa-
t i o n fund. 
Both sides i n the case appealed the 
po r t i o n s t h a t went against them. The Ken-
tucky Suprenje Court i s expected t o hear the 
appeal by the end of the year. • 
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BQA tightens up its policy 
on confidentiality while 
awaiting protective regulations 
The government has decided t o t i g h t e n 
i t s p o l i c y on the c o n f i d e n t i a l i t y o f PSRO 
data u n t i l r e g u l a t i o n s on the subject are 
published. 
This step puts n o n p r i v i l e g e d PSRO 
data concerning an i n d i v i d u a l health-care 
f a c i l i t y out of reach o f anyone except rep-
r e s e n t a t i v e s o f t h a t f a c i l i t y and the 
f e d e r a l and sta t e agencies authorized t o 
monitor PSRO a c t i v i t i e s . P r eviously, under 
the p o l i c y set out i n February, 19T5 ( i n 
T r a n s m i t t a l l 6 ) , those data could be d i s -
closed t o anyone who requested them, pro-
vided t h a t the f a c i l i t y i n question was 
n o t i f i e d i n w r i t i n g 30 days i n advance and 
was allowed " t o provide comments t o accom-
pany the disclosed i n f o r m a t i o n . " 
LAWSUIT PLAYED ROLE 
The new p o l i c y i s contained i n Trans-
m i t t a l hi (Oct. 6, 1976) , issued by the 
d i r e c t o r o f the Bureau o f Q u a l i t y Assurance; 
i t was prompted i n p a r t by the l a w s u i t f i l e d 
i n May by the at t o r n e y general o f Massa-
chusetts against the secretary o f DREW 
( B e l l o t t i V. Mathews) t h a t seeks t o compel 
the secretary t o issue r e g u l a t i o n s on con-
f i d e n t i a l i t y of PSRO data. A reexamination 
of the c o n f i d e n t i a l i t y p o l i c y by l e g a l s t a f f 
brought on the present t i g h t e n i n g o f the 
p o l i c y . 
Among the changes under the new p o l i c y 
are: 
— t h e r e f u s a l t o allow copies o f sanction 
r e p o r t s (prepared by PSROs f o r the secre-
t a r y ) t o be sent t o s t a t e l i c e n s i n g bodies; 
— t h e making a v a i l a b l e o f PSRO norms, 
c r i t e r i a and standards t o anyone who r e -
quests them; 
— a n d the p r o v i d i n g o f physicians and 
f a c i l i t i e s w i t h copies o f " t h e i r i n d i v i d u a l 
-PSED-daba-andr-information, upon request," 
but p r o h i b i t i n g p a t i e n t s from r e c e i v i n g 
copies of t h e i r own records. (Patients 
may s t i l l inspect t h e i r records on the 
premises.) 
DISCLOSURE LIMITS 
I n a d d i t i o n , PSRO experience w i t h the 
c o n f i d e n t i a l i t y p o l i c y since e a r l y 1975 has 
led t o several m o d i f i c a t i o n s t h a t do not 
necessarily mean a t i g h t e n i n g o f the 
p o l i c y : 
— A new p r o v i s i o n bars d i s c l o s u r e of 
p r i v i l e g e d data and i n f o r m a t i o n t o any per-
son or org a n i z a t i o n except "Medicaid s t a t e 
agencies. Medicare i n t e r m e d i a r i e s and data 
subcontractors t o f u l f i l l t h e i r respective 
duties and f u n c t i o n s . " The previous p o l i c y 
was s i l e n t on di s c l o s u r e o f p r i v i l e g e d data 
to t h i r d p a r t i e s . 
— I n f o r m a t i o n on PSRO d e l i b e r a t i o n s should 
be made a v a i l a b l e t o assessment personnel on 
the premises o f the PSRO, but i s not t o be 
taken outside. Previously, no p r o v i s i o n was 
made f o r these evaluators t o see PSRO d e l i b -
e r a t i o n s data. 
— P r i v i l e g e d i n f o r m a t i o n t h a t i s t o be 
used f o r m o n i t o r i n g , review and eval u a t i o n 
i s t o be made accessible not only at the 
PSRO ( T r a n s m i t t a l 16) but also at delegated 
h o s p i t a l s and the o f f i c e s o f data subcon-
t r a c t o r s where such i n f o r m a t i o n i s stored. 
Such data may not be sent outside except 
f o r sanctions and appeals ( T r a n s m i t t a l I6) 
and " t o provide the uniform h o s p i t a l d i s -
charge data set t o st a t e Medicaid agencies." 
A l l personal i d e n t i f i c a t i o n must s t i l l be 
coded. 
PREVENTIVE MEASURE 
T a c t i c a l l y , t h i s new p o l i c y i s intended 
t o prevent the escape of i n f o r m a t i o n t h a t 
might b o l s t e r any l a w s u i t s f i l e d before the 
government i s adequately p r o t e c t e d by regu-
l a t i o n s . The c o n f i d e n t i a l i t y r e g u l a t i o n s 
are expected t o be looser than the present 
p o l i c y . 
The question remains, however, when the 
re g u l a t i o n s w i l l be published. P u b l i c a t i o n 
had been planned f o r August, 1976. This 
has been delayed by two f a c t o r s : the concern 
of the w r i t e r s o f the r e g u l a t i o n s t h a t they 
examine a l l p o i n t s o f view, and the new 
procedure, mandated by Secretary David 
Mathews, f o r i s s u i n g r e g u l a t i o n s . That 
procedure i n s e r t s a step i n the process by 
f i r s t announcing an i n t e n t i o n t o p u b l i s h 
r e g u l a t i o n s , then a l l o w i n g a comment period 
before p u b l i s h i n g the proposed r u l e s . I t 
could be eight t o 10 months before r u l e s come 
out, according t o one estimate. 
A c t i o n i n the B e l l o t t i v. Mathews case 
could speed t h i n g s up, however, f o r a judge 
could order the government t o p u b l i s h 
r e g u l a t i o n s w i t h i n a s p e c i f i e d time. • 
BQA unveils draft plan 
for naming alternative PSROs 
in areas where none exist 
I n areas o f the country where physi-
cians have not organized PSROs by Jan. 1 , 
1978, the government w i l l seek out nonphy-
s i c i a n o r g a n i z a t i o n s . Health i n s u r e r s 
w i l l be chosen "as a l a s t r e s o r t . " The 
government's i n t e n t i o n s were presented i n 
the form o f BQA d r a f t plans f o r s e l e c t i n g 
a l t e r n a t i v e groups ( c a l l e d " a l t e r n a t e 
PSROs") at the National PSR Council's 
September meeting. 
PRIORITY LEVELS 
I f the f i r s t p r i o r i t y , t h a t o f seeking 
a q u a l i f i e d p hysician group i n a PSRO area. 
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f a i l s t o produce a PSRO, then BQA. would con-
sider redesignating the area t o allow an 
adjacent PSRO t o enlarge i t s scope t o serve 
the uncovered area. Next i n p r i o r i t y i s 
the p o s s i b i l i t y t h a t another PSRO could he 
designated as the PSRO of the uncovered 
area. 
Next on the l i s t o f p r i o r i t i e s i s 
f i n d i n g an e x i s t i n g or newly created l o c a l 
o r g a n i z a t i o n i n the area, such as a county 
h e a l t h department or a medical school, t o 
he designated. 
F a i l i n g t h a t , BQA would look t o an 
e x i s t i n g or newly created o r g a n i z a t i o n out-
side the area, hut i n s i d e the s t a t e ; and 
a f t e r t h a t step, an or g a n i z a t i o n outside 
the s t a t e . F i n a l l y , the BQA d r a f t paper 
says, " f a i l i n g a l l e l s e , c a r r i e r s , and 
inter m e d i a r i e s or other h e a l t h insurers 
should he considered as sponsors of a l t e r -
nate PSROs." 
CRITERIA FOR ALTERNATES 
Before any or g a n i z a t i o n i s designated 
as an a l t e r n a t i v e PSRO, i t must comply w i t h 
the f o l l o w i n g c r i t e r i a : t h a t i t not make a 
p r o f i t from PSRO a c t i v i t i e s ; t h a t i t have 
medical competence t o perform review a c t i v -
i t i e s ; t h a t i t be able t o "adequately 
service" the PSRO area; and t h a t i t have no 
" i n t r i n s i c c o n f l i c t s of i n t e r e s t " t h a t 
a f f e c t i t s r o l e as a reviewer of care. 
Another c r i t e r i o n s p e c i f i c a l l y r u l e s 
out a "medical society or ass o c i a t i o n or 
orga n i z a t i o n ' c o n t r o l l e d ' by such organiza-
t i o n s . " Since these groups are physician 
o r g a n i z a t i o n s , they are subject t o c r i t e r i a 
f o r (physician) PSROs, not a l t e r n a t i v e PSROs. 
Some rewording by the National PSR 
Council changed one of the c r i t e r i a t o say 
th a t the a l t e r n a t i v e PSRO should have "com-
munity support," not consumer p a r t i c i p a t i o n , 
as BQA had o r i g i n a l l y w r i t t e n . 
Since some po i n t s i n the d r a f t paper 
had not been examined f o r t h e i r l e g a l i t y 
and f e a s i b i l i t y , the f i n a l plan might be 
d i f f e r e n t from the d r a f t plan.B 
MCE studies, PSRO program 
evaiuation on Council agenda 
The next meeting o f the National PSR 
Council w i l l be held i n Washington Nov. 
22 and 23 at HEW North, 330 Independence 
Ave., S.W. Two important t o p i c s on the 
agenda are medical-care evaluation studies 
and the PSRO program evaluation. • 
COMMENTARY 
An opponent of PSROs declares 
that the program is simply a 
'health-care rationing system' 
The context f o r the f o l l o w i n g comment 
i s a vote (Aug. 5, 1976) by physicians o f 
the San Mateo ( C a l i f . ) Medical Society t h a t 
r e j e c t e d by 330 t o i k l the proposal t h a t the 
Society form a PSRO (see PSRO Update, Sept., 
1976). The author, W i l l i a m W. Anderson, 
M.D., a neu r o l o g i s t p r a c t i c i n g i n San Mateo, 
expresses views h e l d by many "anti-PSRO" 
physicians. 
We p r a c t i c i n g physicians i n San Mateo 
County f e e l t h a t PSRO i s merely a h e a l t h -
care r a t i o n i n g system, and i f the government 
wants t o r a t i o n medical care, i t has every 
r i g h t t o do so since i t ' s t he government's 
money. The government w i l l s t a r t t o deny 
medical care, as has happened i n England, 
and i t took the English government some-
where aroimd 28 years t o admit t h a t they 
were r a t i o n i n g care. 
THE PATIENT'S ALLY 
We want t o be our p a t i e n t ' s a l l y r a t h e r 
than h i s enemy when such r a t i o n i n g becomes 
more obvious than i t i s now. Those of us 
who have had experience w i t h Medi-Cal and 
Medicaid programs know what r a t i o n i n g i s a l l 
about. I f we had been pa r t y t o some o f the 
reg u l a t i o n s t h a t the s t a t e of C a l i f o r n i a has 
c a r r i e d out regarding l i m i t a t i o n of the use 
of drugs as w e l l as h o s p i t a l i z a t i o n , the 
pa t i e n t s would have been up i n arms. As i t 
i s , we i n San Mateo County s h a l l be on the 
side of our p a t i e n t s when some org a n i z a t i o n 
denies them medical care. 
There are a number of people who are 
p a r t i c u l a r l y i n t e r e s t e d i n PSRO because o f 
the r a t h e r s u b s t a n t i a l s a l a r i e s being pro-
posed f o r those people who choose t o become 
so involved. 
PAY FOR REVIEW 
I am sure t h a t those who are doing the 
reviewing, p a r t i c u l a r l y the physicians, are 
not going t o be pai d adequately f o r t h e i r 
time. I hope, i f Blue Cross takes over i n 
our county, they w i l l demand and ask f o r 
adequate s a l a r i e s f o r those who do the work. 
Such programs are generally underfunded, and 
we welcome the c i v i l i a n groups t o take over 
the r a t i o n i n g boards. I am sure t h a t i f 
PSRO ever came t o a vote again i n San Mateo 
County, i t would be 10 t o 1 against. • 
Wi l l i a m W. Anderson, M.D. 
T his publication is designed to provide accurate and authoritative information in regard to the subject matter covered. It is sold with the understanding that the 
pubfisher is not engaged in rendering legal [or] accounting . . . service. If legal advice or other expert assistance is required, the sen/ices of a competent 
professional person should be sought. (Adapted from a declaration adopted by a joint committee of the American Bar Association and a group of publishers.) 
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